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progression. There are two wavs of assimilating the two classes of taxes;
one way is to make the income-tax conform in all particulars to the land
revenue, and the other is to change the land revenue so that it resembles
income-tax in everv respect. The first course is not feasible, and would
be a retrograde ste^> because it would entail the abandonment of the
sound principles of the exemption limit, and of graduation. Let us
therefore examine the implications and the practicability of the second
course and consider, in the first place, the effect of exempting incomes
from land below the income-tax free limit of Rs. 2,000. This must at
once be rejected as entirely visionary and impracticable at the present
moment, because it would touch the financial solvency of the state; a
similar conclusion will be forced upon us as regards the second difference
noted above, and the principle of formal justice will have to be sacrificed
to the principle of productivity or practical expediency. Even if the
recommendation of the Taxation Enquiry Committee favouring
'standardization 01 the land revenue at 25 per cent of the annual value,
with additions in the shape of local rates, is given effect to, the percentage
will be higher than in the case of non-agricultural incomes (if we exclude
from this category a small number of very high incomes which are liable
to pay a very heavy percentage by way of income-tax and super-tax). The
principle of progression may, however, be applied to land revenue, as in
the more advanced European countries and Japan, where agricultural
incomes are assessed to the income-tax1 or are liable to death duties.2
On the whole therefore a complete assimilation of land revenue
to income-tax is not a matter of immediate practical politics, and for
'some time at any rate, the former will have to be treated for purposes
of taxation as a thing per se. This, however, does not mean that it
(should for ever be allowed to stand outside the normal process of taxa-
tion. Land revenue as well as income-tax, which is by no means perfect
as it stands at present, must be gradually modified till they both conform
to the same principles of taxation. A sound tax must neither (i) remove
or imperil any instrument of, or incentive to essential or useful processes
of production, nor (ii) remove or impair any essential or useful element
of consumption.3 Obedience to these principles implies diat only un-
earned surpluses, whether they arise from land or other sources, should
be taxed, or, if both unearned and earned incomes have to be taxed,
the latter should be taxed at a much lower rate than the former.
The whole of the unearned income may theoretically be absorbed by the
The proposal of Sir Walter Layton, Financial Assessor to the Simon Com-
mission, to levy an income-tax on agricultural incomes, which are at present exempt
from it, is discussed in vol. II, ch. si, gn.
- The Taxation Enquiry Committee, accepting the view of Dr Gregory, consider
that the land revenue is essentially a tax on things and not persons and that therefore
it is not susceptible to the direct application of the doctrine of progression (Report*
par. SgV
3 See J. A. Hpbson, Taxation in the New State, p.  10.